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AUDIT ACTION PLAN 15/16 


REF: 

FINDING 

ROOT CAUSE 

IMPACT- 

ACTION 

TIME 

FRAME 

RESPONSIBLE 

PERSON 

STATUS 

COAF 

01. 

(AOPO 

WB3) 

No formalised 
and approved 
Standard 
operating 
Procedures 

There is inadequate 
time for planning to 
appropriately define 
the processes that will 
be needed to collect, 
collate and compile the 
information for the 
indicators and targets. 

System processes that are obtained via 
written and verbal discussions are likely to 
be deficient as management will not be 
able to articulate all relevant processes in 
order to create a clear, complete and 
concise document. This is also as a result 
of management having little time to 
provide such detailed responses. 

Prepare Standard 
Operating Procedure 
(SOP) and submit them 
to council for approval. 

20**' January 
2017 

27**' January 
2017 

Ms NNP 

Sicwebu 

To be 

submitted to 

Council on the 
27'*^ January 
2017 

COAF 

01. 

(AOPO 

WB4) 

Inconsistencies 

identified 
between IDP, 
SDBIPand APR 

Lack of 

implementation of the 
performance 
management system 
policy. 

Lack of review of IDP 

and SDBIP documents. 

The objectives/priorities as per IDP that 
are not included in the SDBIP may not be 
implemented as planned. 

The indicators that are included in the 

SDBIP but not planned for in the IDP may 
be implemented which could impact on 
the budget versus actual activities of the 
municipality. 

IDP will be amended in 

terms of Section 34 of 
the Municipal Systems 
act, following all the 
processes required. 
(Council resolution 
attached). 


Ms NNP 

Sicwebu 



REF: 

FINDING 

ROOT CAUSE 

IMPACT- 

ACTION 

TIME 

FRAME 

RESPONSIBLE 

PERSON 

STATUS 

COAF 

02 

Staff 

Establishment 
not approved 
by Municipal 
Council 

The Municipal 

Manager did not 
develop an adequate 
staff establishment 

and have it submitted 
to the Municipal 

Council for approval as 
prescribed by the 
Municipal Systems Act 

This has resulted in non-compliance with 
section 66 of Municipal Systems Act No. 

32 OF 2000 in that appointments were 
made in posts which were not provided 
for in an approved staff establishment of 
the municipality, thereby may be 
considered null and void in terms of the 

Act 

The municipal manager 
must, within 14 days of 
finalising the staff 
establishment, submit 
the staff establishment, 
a detailed report and 
recommendations on 

the staff establishment 
to the municipal council 
for approval. 

Furthermore the process 
of approving the staff 
establishment should be 
clearly distinguished 
from the approval of the 
budget of the 
municipality. 


Ms Z Mbhele 


COAF 

03 

Recalculated 

Leave 
provision 
differs to that 

on the leave 
register 

No review was 
performed to identify 
any errors that were 
made in the 
computation of the 
provision for leave. 

Leave provision was understated by R41, 
295.76 (Projected amount of R 430,000). 

Corrected. 

Cut off dates have 
been set in the payroll 
procedure manual 
that will address 
payment that relates 
to the previous year 
and should be paid in 
the new financial year. 

n/a 

Ms N Majova 


COAF 

03 

Leave was 

taken before 

being 

approved 

Unavailability of 
responsible official to 
approve leave 
timorously 

This has resulted in non-compliance with 
the leave policy. 

Audit of leave days 
assisted by FIR 
department on a 
monthly basis. 

monthly 

Ms N Majova 

In progress 


REF: 

FINDING 

ROOT CAUSE 

IMPACT- 

ACTION 

TIME 

FRAME 

RESPONSIBLE 

PERSON 

STATUS 

COAF 

03 

Leave taken 
per leave 
forms varies to 
that captured 
on the VIP 

system 

Poor filing of leave 
forms. 

This has resulted in non-compliance with 
MFMA requirements 

Management will ensure 
that all leave forms are 
properly filed. 


Ms Z Mbhele 


COAF 

03 

Bonus and 

Long service 
awards were 

included in 
leave payout 

Errors made in the 
leave payout are not 
identified as no review 
is performed. 

Leave payout was overstated by a 
projected amount of R356, 309.70. 

Corrected 

Audit of all pay out 
schedules to 

determine and ensure 

classification of all 
salary payment 
disclosure 

n/a 

Ms N Majova 


COAF 

04 

Variances 

between 
property value 
in the Fixed 
Asset Register 
and value in 

the Valuators 

Roll 

This is due to lack of 
management oversight 
in reviewing the work 
performed by the 
expert for 
reasonableness and 

accuracy 

This will result In an overstatement of 
Investment property of R926 651.69 

Management will ensure 
that appropriate 
procedures are in place 
to review changes made 
in the Valuators Roll and 
Fixed Assets Register is 
affected in a timely 

manner. 


Mr. K 

Mehlomakhul 

u 


COAF 4 

Investment 
Property 
included in 

the Asset 
Register 
which is not 
registered in 
the name of 

the 

Municipality 

This is due to lack of 
management 
oversight in 
reviewing & 
monitoring 
information 
captured in the Asset 
Register to ensure its 
accuracy. 

This will result in Investment Property 
being overstated by R25000.00 

Management should 
ensure that 
appropriate 
procedures are in 
place to review the 
accuracy of the 
information in the 
fixed Asset Register. 


Mr K 

Mehlomakhul 

u 



REF: 

FINDING 

ROOT CAUSE 

IMPACT- 

ACTION 

TIME 

FRAME 

RESPONSIBLE 

PERSON 

STATUS 

COAF 

04 

Variances 

between 

property 

extent 

numbers in the 

Title Deeds 

and extent 

numbers in the 

Valuators Roll 

This is due to lack of 
management oversight 
in reviewing & 
monitoring the work 
performed by the 
expert for 
reasonableness and 

accuracy. 

This will result in investment Property 
being overstated by R72 688.23 

Management is to 
ensure that appropriate 
procedures are in place 
to review the accuracy of 
the information in the 
Valuators Roll, by 
ensuring regular 
monitoring and 
evaluation of work 
performed by experts 
and third parties. 


Mr. L. Ndzelu 


COAF 

05 

Amount per 
the AFS cannot 

be traced to 

theTB 

Management did not 
have controls in place 
to ensure that accurate 
and complete 
information has been 

transferred from the 

GL to the AFS 

The Provision for long Service has been 
overstated by R 3152.93 and Provision for 
leave pay has been understated by R 
3152.93 

Management will 
implement controls over 
financial reporting to 
ensure annual financial 

statements are 
supported by valid, 
accurate and complete 
information. 


Mr. L. Ndzelu 


COAF 

05 

Performance 

Bonus Paid to 
an employee 
who did not 

meet the set 
requirements 

The Bonus payments 
was not properly 
reviewed to ensure 
that it is accurately 
calculated and paid in 
accordance with the 
Municipal Performance 
Regulation. 

This will result in irregular expenditure as 
the expenditure incurred is in 
contravention the Municipal Performance 
Regulation gazetted on the 1 August 2006 
no 29089. 

A schedule from FIR 
department to be 
accompanied by 
properly approved 
documentation and 

scrutinized before 
payment is made. 

monthly 

Ms N Majova 

In progress 


REF: 

FINDING 

ROOT CAUSE 

IMPACT- 

ACTION 

TIME 

FRAME 

RESPONSIBLE 

PERSON 

STATUS 

COAF 

06 

Indicators not 

well defined. 

There is inadequate 
time for planning to 
appropriately define 
the processes to 
develop a well-defined 
performance Indicator. 

System processes that are used to plan, 
design and develop performance 
indicators that are well-defined are likely 
to be deficient as management will not be 
able to articulate all relevant processes in 
order to create a clear, complete and 
concise well-defined performance 
indicator. 

Technical Indicator 
Description annexure 
included with the SDBIP 

that should result in 

well-defined 
performance indicators 
for each department. 


Ms NNP 

Sicwebu 


COAF 

07 

Planned 

targets on 

SDBIP not 
reported on 

APR 

There are inadequate 
reviews performed 
prior to reporting to 
ensure that there is 
alignment of the 
reported results to the 
set targets. 

The inconsistency affects the reliability 
and credibility of the annual performance 
report and service delivery and budget 
implementation plan. 

Management will ensure 
that information 
reported in the APR is 
reviewed prior to 
inclusion therein, and 
compared to the service 
delivery and budget 
implementation plan to 
ensure consistency and 
reliability thereof. 


Ms NNP 

Sicwebu 


COAF 

08 

Changes made 
to Planned 

targets as per 

Annual 

Performance 

Report. 

Lack of 

implementation of the 
performance 
management system 
policy. 

Inadequate reviews 
performed prior to 
reporting to ensure 
that there is alignment 
of the reported results 
to the set targets. 

The inconsistency affects the reliability 
and credibility of the Annual Performance 
Report and Service Delivery and Budget 
Implementation Plan. 

Management will ensure 
that theIDP, SDBIP, 

APR as well as the 
budget are aligned and 
consistent to achieve the 
required objectives. 
Management will 
consult with Internal 

Audit and the Audit 
committee timeously to 
identify gaps and make 
necessary adjustments. 


Ms NNP 

Sicwebu 



REF: 

FINDING 

ROOT CAUSE 

IMAPCT 

ACTION 

TIME 

FRAME 

RESPONSIBLE 

PERSON 

STATUS 

COAF 

09 

Targets not 
measurable 

There is inadequate 
time for planning to 
appropriately define 
the processes to 
develop a well-defined 
performance target 
that will be 

measurable and 
express a specific level 
of performance that 
the institution, 
programme or 
individual is aiming to 
achieve within a given 
time period. 

System processes that are used to plan, 
design and develop performance targets 
that are well-defined are likely to be 
deficient as management will not be able 
to articulate all relevant processes in 
order to create a clear, complete and 
concise well-defined and measurable 
performance target. 

System and processes 
will be developed to 
ensure that the 
municipality has 
measurable 
performance target. 
Suitable targets need to 
be specified to measure 
performance in relation 
to inputs, activities, 
outputs, outcomes and 
impacts. 


Ms NNP 

Sicwebu 


COAF 

09 

Targets not 
time bound 

There is inadequate 
time for planning to 
appropriately define 
the processes to 
develop a well-defined 
performance target 
that will be time bound 
and express a specific 
level of performance 
that the institution , 
programme or 
individual is aiming to 
achieve within a given 
time period. 

System processes that are used to plan, 
design and develop performance targets 
that are well-defined are likely to be 
deficient as management will not be able 
to articulate all relevant processes in 
order to create a clear, complete and 
concise well-defined and time bound 
performance target. 

System and processes 
will be developed to 
ensure that the 
municipality has 
measurable 

performance target and 
which are time bound. 
Suitable targets need to 
be specified to measure 
performance in relation 
to inputs, activities, 
outputs, outcomes and 
impacts and be able to 
measure time. 


Ms NNP 

Sicwebu 



REF: 

FINDING 

ROOT CAUSE 

IMAPCT 

ACTION 

TIME 

FRAME 

RESPONSIBLE 

PERSON 

STATUS 

COAF 

10 

Contract 
Management - 
Incomplete 
Register 

This was caused by lack 
of proper review of the 
information submitted. 

Understatement of Commitments 

Impact irregular expenditure. 

Management is to 
regularly reconcile the 
bid award register to the 
contract register to 
ensure completeness of 
contract register. 
Management should 
also properly review the 
contract management to 
ensure its completeness 
and accuracy. 


Ms 0 Mgwebi 


COAF 

11 

Incomplete 

Commitments 

Schedule 

This was caused by lack 
of proper review of the 
supporting schedule 
submitted for audit. 

This will result in the understatement of 

commitments of R18 300 000 and 
projected misstatement of R20 740 000. 

As the understatement is material, if the 
error is not corrected, this could lead to a 
possible qualification item. 

Management is to 
ensure complete 
schedules are submitted 
for audit through 
performing adequate 
review is of all schedules 
in support of the Annual 
Financial Statements. 


Mr. K 

Mehlomakhul 

u 


COAF 

11 

Overstatement 

of 

Commitments 

This was caused by lack 
of proper review of 
information submitted 

for audit and lack of 
proper record keeping. 

This could result in Commitments being 
overstated by a total amount of R241 

901,20 and a projected misstatement of 
R263 868.00. 

Management will ensure 
adequate and accurate 
supporting 
documentation is 
available in support of 
the reported figures in 
the supporting 
schedules. 


Mr K 

Mehlomakhul 

u 



REF: 

FINDING 

ROOT CAUSE 

IMAPCT 

ACTION 

TIME 

FRAME 

RESPONSIBLE 

PERSON 

STATUS 

COAF 

12 

Asset not 

Considered 

For 

Impairment 

Impairment 
assessment were not 
adequately done 
during the current 
year to consider 
assets that were in a 
state of permanent 
damage 

This has resulted in a understatement 
of impairment in the statement of 
financial performance and 
overstatement of assets in the 
statement of financial position 

The municipality's 
impairment 
assessment will 
identify assets that: 

• Are in a state of 
permanent damage at 
year end; 

• Are stolen at year 
end; 

• Are technologically 
obsolete at year end; 

• Flave remained idle 

for a considerable 
period either prior to 
them being put into 
use at year end or 
during their useful life. 


Mr K 

Mehlomakhul 

u 


COAF 

13 

BAC 

composition 
not according 
to SCM 
regulation 

The SCM policy is not 
in line with the SCM 
regulations. The 
regulation does not 
include a quorum for 
the BAC committee. It 

was established that 
the SCM policy has an 
inclusion paragraph 
under Section 29 (10) 
which is not in the SCM 
regulations 

This will result in irregular expenditure. 
Further, there is an understatement of 
irregular expenditure as disclosed in the 
Annual Financial Statements. 

Management will ensure 
that the SCM policy is in 
line with the SCM 
regulations 


Ms 0 Mgwebi 



REF: 

FINDING 

ROOT CAUSE 

IMAPCT 

ACTION 

TIME 

FRAME 

RESPONSIBLE 

PERSON 

STATUS 

COAF 

13 

Benefits or 

discounts not 

demonstrated 

Motivation for 
deviating from the 

SCM policy was 
regarded as a benefit 
obtained from 
participating in a 
contract secured by 
another organ of state. 

This may lead to irregular expenditure. 
Further, this results in an understatement 
of irregular expenditure disclosed in the 
Annual Financial Statements. 

Prior to the municipality 
participating in a 
contract secured by 
another organ of state, a 
benefit analysis should 
be performed and 
approved by a delegated 
official. Further, 
management is to 
ensure that benefit is 
clearly demonstrated 
and documented. 


Ms 0 Mgwebi 


COAF 

13 

SCM: Lack of 
segregation of 
duties. 

Lack of isolation of 
responsibility /duties. 

This may lead to irregular expenditure. 
Further, this results in an understatement 
of irregular expenditure disclosed in the 
Annual Financial Statements 

Management is to 
ensure that there is a 
segregation of duties 
relating to the 
recommendations and 
approval of deviations. 


Ms 0 Mgwebi 



REF: 

FINDING 

ROOT CAUSE 

IMAPCT 

ACTION 

TIME 

FRAME 

RESPONSIBLE 

PERSON 

STATUS 

COAF 

13 

SCM: 

Application for 
deviation not 

dated 

There is a lack of 
review of approval for 
deviations by 
management before 
approval. 

There is a risk that deviation will be 
processed and procured before they are 
approved by the Municipal Manager. 
Further, there is a risk that deviations will 
not be recorded in the period in which 
they relate which will result in an 
understatement of the deviations. This 
will result in irregular expenditure. 

Management will ensure 
that applications for 
deviations are complete 
and reviewed thoroughly 
before approval. Further 
management should 
ensure that application 
for deviations are dated 
to ensure that they are 
recorded in the correct 
period in which they 
occurred. 


Ms 0 Mgwebi 


COAF 

13 

SCM: Supplier 

unfairly 

disqualified 

BEC minutes do not 
correspond with the 
inquiry as to which 
reason disqualified the 
supplier 

This results in an uneconomical use of 

resource 

Management will ensure 
that minutes are clearly 
documented and 

reviewed to ensure that 
they effectively 
describe details 

as communicated in the 

different committees. 


Ms 0 Mgwebi 



REF: 

FINDING 

ROOT CAUSE 

IMPACT 

ACTION 

TIME 

FRAME 

RESPONSIBLE 

PERSON 

STATUS 

COAF 

13 

SCM:The 
preference 
point system 

was not 

applied in the 
procurement 
of goods and 
services 

Through enquiry from 
management, we 
established that this 

was because the 

tender was awarded to 
the only responsive 
supplier. 

The above will result in irregular 
expenditure which in turn will result in an 
understatement of irregular expenditure 
in the Annual Financial Statements. 

Further, this results in non-compliance 
with relevant laws and regulations. 

Management is to 
ensure that the process 
of evaluation is followed 
through to the end at all 
times. The municipality 
should be able to 
produce complete data 
of evaluation should 
there be any disputes 
raised by unsuccessful 
bidders. 


Ms 0 Mgwebi 


COAF 

14 

Internal 

Control 

deficiencies 

No Terms of Reference 
-The municipality has 
not kept accurate and 
complete records 
supporting the 
disclosure in financial 

statements. 

No Gap Analysis-Lack 
of proper planning by 
management in 
ensuring where lack of 
skills is identified a gap 
analysis is performed 
prior to making a 
decision of appointing 
a consultant or using 
in-house resources. 

Consultants appointed for requirements 
that can be addressed by internal 

resources. 

Over-dependency on consultants as a 
result of vacancies. 

Lack of transfer of skills resulting in 
continued dependence on consultants. 
Performance of the consultants may not 
regulated by terms of reference. 

Management will ensure 
a Gap Analysis is 
performed for each of 
the skills/service 
provided by the 
consultant. Gap Analysis 
assists the municipality 
in identifying the 
benefits 

and disadvantages, cost 
effective measures 
between appointing a 
consultant or using in- 
house resources 
(municipal staff). 


Mr. L. Ndzelu 



REF: 

FINDING 

ROOT CAUSE 

IMPACT 

ACTION 

TIME 

FRAME 

RESPONSIBLE 

PERSON 

STATUS 

COAF 

16 

The nature of 
prior period 

errors were 

not disclosed 

in the AFS. 

Annual Financial 

Statements were not 
reviewed to identify 
and rectify the error on 
the note to the prior 
period error disclosed. 

This has resulted in non-compliance with 
the disclosure requirements of GRAP 3 
paragraph 51. 

Management will ensure 
that the nature of each 
prior period error 
disclosed under note 55 
is disclosed as required 
by GRAP 3, Par 51. 

Details of the correction 
have been provided for 
audit processes. 


Mr. L. Ndzelu 


COAF 

16 

Prior period 
error relating 
to payables 
from exchange 
transactions 

were 

incorrectly 

disclosed. 

Annual Financial 

Statements were not 
reviewed to identify 
and rectify the error on 
the note to the prior 
period error disclosed. 

This has resulted in Non-compliance with 
GRAP 3 paragraph 51. 

Management will ensure 
that the payable from 
exchange transaction is 
disclosed at R157 323 

instead of R34 544. 
Necessary adjustments 
will be done to the AFS. 


Mr. L. Ndzelu 


COAF 

17 

Overstatement 

of Vat 

There was an incorrect 
processing of the 
journal entry. 

Vat and Skills development were 
therefore overstated and understated by 

R3 431.64 respectively. 

Management will 
process the journal 
entries to correct the 

overstatement and 

understatement of VAT 
and skills development. 


Mr. L. Ndzelu 


COAF 

19 

(AOPO: 

WB7) 

Inability to 
verify evidence 
relating to the 
annual targets 
as reported in 
the 

APR(COF13) 

Management sign 
performance 
agreements that are 
per the department 
not per the KPA which 
caused a non- 
alignment between the 
SDBIPand 

lack of accountability for certain indicators 
that are under a KPA in the SDBIP but not 
necessarily belonging to the Manager in 
charge of the KPA 

Management to ensure 
that the planning 
documents i.e. SDBIP are 
aligned with the 
reporting documents i.e. 
APR, this will make the 
flow of information and 
accountability by 


Ms NNP 

Sicwebu 






